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July 22, 2002 

Federal Aviation Administration 
U.S. Department of Transportation Dockets 
400 Seventh Street, S.W. 
Room Plaza 401 
Washington, DC 20590 

Re: Notice of Marker-Based Actions to Relic ve Airpon Congestion and Delay, 
66 Fed Reg. 43947 (August 21, 2001), I aodified by 66 Fed. Reg. 55978 
(November 5,2001) and 67 Fed. Rcg. 1*614 (April 22,2002), Docket No. 
OST-200 1-9849 

San Francisco International Airport (the “Aiq~ort” or “SFO’) tespectfully submits 

the following comments on the Department of Transp~rtation’s (“DOT’S”) and Federal 

Aviation Administration’s (“FAA’s”) Notice of Markl.-t-Based Actions to Relieve Airport 

Congestion and Delay (the “Noticey’).’ 

SFO’s Interest In This 5 nquiry 

The Airport has an important stake in this industry-wide Notice concerning 

market-based approaches to manage congestion and d.:lays and to improve the efficiency 

of airport operations. In 2000, the Airport was the fifr 1 1  busiest in the US., and the ninth 

busiest in the world, with over 41 million enplanemenis. SFO serves not only as a 

primary West Coast hub for domestic air travel brit ah) as a key international gateway, 
I 

particularly for those travelling to and from Asia. I 

The Airport is also a v i  tal engine for the Bay A rea and Northe California 

economies. For example, according to the Bay Area Economic Forum ’I in FY 1998-99, 

SFO and the visitor industry in the Bay Area generatecl over 265,000 jdbs, personal 
I 
I 

Norice of Marker-Based Acriom to Relieve Airpon Corigesn’oii C J ~  Delay, 66 Fed. qcg. 43947 (August 
21, ZOOI), modified by 66 Fed. Reg. 55978 (November 5,2001) B Id 67 Fed. Reg. 19614 (April 22,2002). 
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income of over $8 billion and taxes amounting to ro.tghly $3.3 billiop.2 I The ability of the 
I 

available at http://www.bayeconfor.orglpdflaitport.pdf. 

Airport to manage access to its facilities efficiently iInd to enhance capacity are critical to 

the Bay Area economy’s future growth. 

I 
I 

In the DOTLFAA’s companion docket, the Nt btice of Policy ptions For 

I 

! 

? 
Managing Capacity at LaGuardia Airport (the “LGA Do~ket”),~ some including thc Air 

i 
Transport Association (“ATA”) and its member airlii~es question whither in the wake of 

the tragic events of 9/11 there is any need to address congestion man gement and 

capacity enhancement.‘ Although the events of 9/11 have reduced the level of air carrier 

I 

f 
I 

operations and enplanements at SFO and many US- ;lirports, such re 

temporary. The FAA’s forecast data indicates that large airline traffic will match 

pre-9/11 levels sometime in PY 2003.’ Indeed, trafil: at SFO and in &e airport system 

has already rebounded substantially. Although SFO’ ; traffic remains below year ago 

levels, enplanements i n m s e d  roughly 28% from the depressed levels of September 

2001 through May 2002 (2,083,400 passengers in SepLeember 2001 v e w s  2,663,600 

passengers in May 2002). I 
I 

With this rebound in demand, congestion and I lelays have risen commensurately. 

According to flight data supplied by the major airlines 10 DOT, SFO had the lowest level i 
I 
I 
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of on-time arrivals (73.3%) during April 2002 amon:! the 32 reportat$e U-S. airports! 

Accordingly, SFO believes it is important that DOT iddress the issu s of congestion 

management and capacity enhancement in order to b prepared for thk resumption of 

growth in air travel demand. 

ei 
I 

LaGuardia Dockct 

As an initial matter, the Airport incorporates hy reference the comments that i t  

filed in the LGA Docket, attached hereto as Append:: A. In that filing, the Airport 

included background and comments chat are relevant I O  a number of c issues that the 

DOT seeks to address in this docket. To summarize, in the LGA Docket, SFO first 

discussed the limitations of congestion management 1 lethods by comparison with the 

long-term beneficial effects of enhancing airport capa.;ity (the building and 

reconfiguration of runways and other ahfield infrastncture). AI though long-ten 

capacity enhancement is SFO’s prefemd solutiori to mgestion and delay, it does 

recognize the valuable, if limited, benefits that congesi ion manageme t solutions can 

offer. Second, the Airport discussed the primary role hat an airport p 1 , prietor can and 

should play in the determination of which congestion inanagement meihods are most 

appropriate to use at its own airport. SFO then specifi .-ally discussed the congestion 

4 

I 

management options proposed for LaGuardia Airport I .‘LGA” or “LaGIuardia”). In its 

comments, SFO declined to recommend a particular c( mgestion managcment method for 

LaGuardia out of defeerence to the Port Authoriry of Nc. w York and N e t  Jersey (the ‘Port 

I 

Authority”) and its proprietary right to select the best c ption(s) for LGA. 

6 U.S. Dep’t af  Transportation, Air Travel Consumer Repon, June 2009, at 8, available at 
httpY/www .do t. gov/airconsumer/0206atcr.pdf. 
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SFO also advised the FAA in the LGA L)ockl.:t that it did not believe that there 

would be surplus or excess revenues generated from m y  market-bas+ congestion 

management approaches, and that the airport proprie.or should have tlhe discretion to use 

any revenues derived from such approaches for rein\ cstmeni in airport facilities. Finally, 

the Airport expressed support for the use of the admi istrative options proposed in the 

LGA Docket if they are appropriate, but that as ii genl.:ral matter, the Airport has a 

preference for market-based approaches. 

I 

I 

I 
I 

Industry-Wide Market-Bzsed Notice i 

SFO welcomes the opportunity to comment 01 I the issues rais in the Notice aad 

commends DOT/FAA for their continued timely attei I tion to congestiFn management and 

enhancement of airport capacity. The Auport also coinmends DOT for its recognition 

c 
! 

that “[tlhe adoption of market-based approaches to improve the use ofi scarce resources is 
! 

an established economic principle.”’ SFO also agree: that the currenr >weight-based 

landing fees traditionally used by airports to price acccss do nor acco6t for the “impact 

of an additional flight on congestion and delay.”’ As DOT observes: ~ 

! 

the benefits an air carrier receives from schedtiling an addition@ flight are 
not balanced against the full costs (private and external) impostd on all the 
parties using an airport, which can result in too many scheduled flights and thus congesdom9 l 

In the Notice, the DOT asks for comments on I he potential use ;of “market-based 

approaches,” or “the development and imposition of airport fees thar 

specifically to encourage air carriers to use limited air; 1 0 r t  capacity in a more efficient 

designed .t. 
I 

I 
I 

66 Fed. Reg. at  43948. 

Id. n.1. 9 
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manner.”“ In directing the nature of the comments. the DOT asks a series of twenty-two 

(22) specific questions, noting that commenters are not Tequired to akidress all questions 

and may combine responses where appropriate.” S1-Q addresses a number OF those 

specific questions, as well as provides further comrr:cnts that ir belie es are important to 

the considerarion of industry-wide congation niana.:ement at the nation’s airp0rt.s. 

I 

I 

r 
SFO recognizes the pnctical difficulties in e.lhancing capacity, and thus that there 

is a need for short-term solutions for relieving congeition and reduci g delay. Therefore, 

the Airport supports efforts to identify the best short Eerm solutions 

effective and most readily implemented. SFO also ncognizes that q e  long-term 

solutions to growing demand for airport capacity ulti I aately entail a cbmbination of 

building more runway capacity as well as implement, ng technological improvements, and 

more efficient management and use of existing capacr ty. 

The Airport also observers, as numerous economists have coqented ,  an increase 

in capacity will ultimately be inefficient if efficient pcicing or other market-based 

approaches to managmg limited facilities are not also implemented.12 :Thus, in order to 

ensure that the use of new additional airport capacity E maximized, S 0 supports DOT’S T 
efforts with this Notice to ensure that various congest:on management tools are available 

to airport proprietors. 

SFO now addresses spccific questions from thi: Notice below: 

- - 

I lo 66 Fed. Reg. at 43948. 

‘ I  Id at 43949-50. 

l2 See, e.&, Alfred E. Khan. Congestion Pricing Is nae Next Step In Trnvel Dercgub~ion, WMUNGTON 
TIMES, Sept. 4,2001, at A14 (“Kahn Op-Ed“); Evidence 01’ NfraI E. Kahn on Behalf of Sydney Airpora 
COT. Regarding Draft Aeronautical Pricing Proposal, Tan. 17.20 11. at 10 (“Kahn Eydcnce”), avdablc at 
htcp:llwww.accc. gov.av/airporclsydney/SAC~At~~c~ent.gdf; I. miel R Polsby, Airport Price of Aircrafi 
Techriology and Landing Slors: Aa Economic Cririyrre of Fcderat Regularory PoEicy,j89 CALIF. L. REV. 
779,799 (May 2001). 
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I 

(1) Should market-based mechanisms be considts-ed to address the allocation of 
scarce aviation-access resources and thereby minimize delays r ulting from 

most promising? Why? 
congestion while maximizing customer service? 1 f so, which specific + mechanisms are 

(16) Under what conditions would alternate approaches, such as administrative 
options (e+, lotteries, minimum aircran size), rei luce congestion and delay? 

(18) WiU market-based approaches encouragddiscourage the operation of  certain 
types of aircraft? 

(21) Should market-based approaches be crafted to encourage nklines to operate 
large aircraft, maximizing the number of seats pc’r turn? I 

1 

Because the answers me interrelated, SFO ac.dresses Questions 1, 16, 18 and 21 

together. 

SFO suppons the use of congestion managen lent methods that are appropriate to 

the circumstances at individual airports and that are (affective. Although SFO prefers 

market-based approaches, as these typically provide . he greatest flexibility for airports, 

the Airport also supports the use of administrative oriions, such as thbse proposed in the 

LGA Docket, when individual circumstances w m n i  
I 

I 

The Airport encourages the use of a variety O:I market-based abproaches, such as 

congestion pricing, peak period pricing, and auciions. or any other m ket-based pricing 

mechanism that can be implementcd without unjust discrimination ag i inst airport users. 

In weighing the relative merits of a few of these appn laches, SFO def b es them below: 

va-9110 

800 0l 

I Congestion pricing: a non-weight based : ystem of landing fees, where an 
airport proprietor charges a landing fee t h k ;  reflects the additional costs 
imposed on others by flights operating dusi ng peak or con sted periods. One 
result of congestion pricing i s  a likely rcdliction in the num er of aircraft 
landings by encouraging air carriers to use larger, and ther ore fewer, aircraft 
to conduct their operations (a concept referi-ed to as “upgau ’ng”). 

Peak period pricing: a set of lanchng fees rhat vary according to the time of 
day and the level of aircraft activity- Durii ~g the hours of t ie  day when the 
number of aircraft operations per hour is hi qhest and an dart is most 

i 
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congested, the landing fees charged to the airport user wo$d also be the 
highest. Since 1996, the DOT’S Final Rails and Changes Policy has 
recognized that it is appropriate for airporis to impose “prdperly structured” 
peak period landing fees to maximize effi1:ient use of scar4e airpo~t 
facili~ies.’~ During the hours of the day when congestion levels are lowest, 
landing fees would be commensurately lo. der. Peak period pricing is designed 
to encourage airlines to shift operations to less congested hours of the day 
andor to consolidate their excess operatio1 IS during peak hpurs, thereby more 
closely aligning airfield demand with airfidd capacity. SFD notes that in the 
June 2002 Final Environmental Impact Statement approving Boston Logan 
International Airport’s new proposed runway, the F M  alsb endorsed use of a 
peak pricing system in the future at Logan in conjunction ith the new 
runway. 14 i 
Auctions: where the FAA’s air traffic co~~trol system wou d establish the 
hourly acceptance capacity of an airport, a number that co d ld change over 
time or under differing conditions. C;uria s could bid on an available 
reservation for a particular time, with the Y. inning bidder paying what the 
opportunity is worth to them. 

Out of these market-based approaches, SFO pi cfers congestio pricing for several 4 
reasons. First, SFO believes that this is a highly effec ive method of pricing scarce 

airport resources. Second, congestion pricing encoura %es air carriers upgauge their .4 
I 

aircraft, alleviating congestion and delays. As SFO noted in its comm&~ts in the LGA 

Docker, it was among the first airports in the nation to publicly recognize the value of 

upgauging as a means of congestion management.” ’Hiis is not surprising sincc at the 

peak of the Airport’s congestion in 1998’18% of air cirrier operations carried 3% of the 

passengers travelling through its facilities. Additional y, SFO’s operations are greatly 

influenced by the weather -- its operations can be effec lively cut by half on a rainy day, 

~ -~ 

l3 Policy Regording Airport Rates and Charges, 62 Fed. Reg. 3 1S114, 32021 (1996), vacated in pan, Air 
Trampon Asroc. v. DOT, 119 F.3d 38 (D.C. Cir- 1997)’ renwullicnding. 

U.S. Dep’t of Transportation, Federal Aviation Administration, Logan Airside 1mp;ovements Planning 
Project: Final Environmental Impact Statement. Exec. Summary, rG-4 (June 20.200E) (“‘Boston FEIS’). 

Charles River Assocs. and the John F. Brown Company, A’educ fig Weather-ReIareh Delays ad 

I4 

I 

Cancellarions ut Sun Frahcisco Intemurbnal Airport, Part I: Srm“zry Report, at 20-21 (April 2000). 
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i 

as it is constrained to using only one o f  its arrival ru  ways.'^ Upgau ing would help to F 
minimize this effect and more efficiently allocate its limited airfield  resource^.'^ i As 

Professor Michael Levine of Harvard Law School, a former airline executive, wrote in a 

seminal article: 

The weight system has results equally pervene for airline users. Smaller 
aircraft can be scheduled at relatively high fwquency during peak hours 
and will incur the same aiiporr charges as wo I ild be incurred by fewer 
larger aircraft carrying the same number of piissengers. For short-haul 
routes especially, greater frequency confers SI  lbstantial comp&itive 
advantages. Thus airlines have a strong incer. tive to 
congestion and misalIocation by scheduling 6. 
flights in smaller aircraft." 

Last, but certainly not least, the Airport finnl;, believes that if the congestion fees 

are properly structured, they will help maintain small community service and promote 

new entry. Air carriers serving small communities cc irld receive a credit for or a 

reduction in fees, or the pricing structure could ixicluckc a set-aside or partial exemption 

SFO declines to advocate a specific set of circi tmstances that must be met in order 

for an airport proprietor to move tow ads a market-ba>.ed pricing tools for congestion 

management, The Alrport notes that there may be aqlorts that, for contractual or other 
I 

reasons, cannot in the short term implemcnt market-bi!sed pricing mec anisms, and in 7 
those circumstances, the Airpo~t believes DOT should encourage the use of alternate 

I 

"Id. at 7-8. 

Id. at 20.22, 33. 17 

Michael E. Levine, Landittg Fees and rhe Airporr Congesrion 1 1-oblem, 12 J. LAW $CON.. 79,94 (1969). 
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administrative options- Additionally, airports which voluntarily elec to implement 

administrative options for ease of use or use a comb! nation of admirktrative and marker- 

based pricing approaches should be permitted to  do #o. In short, SFO advocates 

maximum flexibility for airports to choose and impL:ment merhods whch would help 

I 

reduce congestion and delay. ! 

The Aimort supports the use of administrativ 3 mechanisms that are tailored to the 

particular airports’ needs. For example, administmi ve upgauging may not be an 

appropriate mechanism to use at an airport that cannc IC accommodate bubstantial numbers 

of large aircraft, and in those circumstances, an :idmi I iistrative slot alpation scheme may 

be a better solution. 
I 

(3) Will market-based pricing policies at airports ilelp alleviate delay and 
congestion? Will they increase customer access to the airport or ther nearby 
airports? If so, how? 9 

SFO believes that market-based pricing will &:finitely assist in alleviating 

congestion and delay. Like most other resources, aiq)ort facilities arela scarce 

commodity and, accordingly, the best method for allct:ation of such commodities is a free 

and open market. As the DOT itself has acknow ledgt:d, “[tlhe adoption of market-based 

approaches to improve the use of scarce resources is i ,ri  established economic 

princip~e,’~’~ I I 

Market-based pricing will aIso deviate congexion and delay $y more properly 
I 

aligning airport supply with air service demand. As P I  ofessor Alfred E- Kahn, the 

architect of airline deregulation, has colorfully noted: 

We have no hesitation in other markets about 1::tting price rise 10 equate 
supply and demand of scarce goods. Why sho: ild scarce runwy capacity 

66 Fed. Reg. at 43948. 

9 
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be any different? Suppose we charged for oi I paintings by the pound? 
You'd have more than congestion, you'd ha.:e riots at the art( dealers with 
Van Gogh paintings for sale." I I 

SFO believes that airport congestion impose.., costs on the aviation system that are 

best addressed by using market principles. Professcr- Levine, the longtime transportation 

economist, agrees: 

We have seen that the existing price system lor airport services fails to 
allocate the existing capacity so as to maxim! Le its value. It fails also to 
guide investment in airports so as to achieve I he appropriare rpix and level 
of output with a minimum investment of reswrces. This failure is socially 
wasteful in two ways -- through congestion a id 
prevents the air transport industry from maxi) 
and by failing to appropriately match 
resources which could be used KO 
economy." I 
Market-based tools are generally preferable a:\d more effective than 

administrative options. According to Professor Kahn. it is universally recognized that the 

use of price produces superior economic efficiency th;w administrative mechanisms for 

allocating scarce resources such as airport capacity.22 While administrative tools such as 

the High Density Rules have been used in the past, tt cy are typjcally less effective than 

market-based approaches and more susceptible to maulipulation and 'ti-competitive 7 
behavior.% 

I Air carriers need not wony that airport resourc JS will be unavailable to them. To 

the contrary, SFO strongly believes that the resources will continue to be openly available 

~ 

Kahn Op-Ed. 

Levine, supra, at 95. 

22 Kahn Evidcnce. a1 10. 

21 

I 
l 14 C.F.R. $3 93.121 erseq. (2002). 

ai See, e.g, Robcrt M. Hardawny, The FAA '€by-Sell' Slot Rule: W i n e  Deregdatio ai the Crossroads, 
52 J- AIR L. & COM. 1 (Fall 1986) f 
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to them, and such resources likely will expand. Th;i t is, market pricing will essentially 

increase the amount of capacity, spreading the dem:.ind more evenly throughout the day, 

and encouraging the use of underutilized slots at ofi peak times- This will offer 

consumers greater choice, in time flexibility, pricing, of fares, and indeed, choice of 

 airport^.?^ The only diflerence is that lhe implemen: ation of market-based pricing will 

ensure that the air carriers that most value the particular airport access or slot periods will 

receive them first. 

Indeed, even former American Airlines CEO Bob Crandall believes market-based 

approaches to congestion management will be benef.cial across the board: 

One of the most overlooked by-products o€ tf at change is that more 
airlines would operate more airplanes to alterllative airports. Which 
means that effective rationing of a scarce con I modity would benefit not 
only those who would pay for the privilege 01 flying to a preferred 
(congested) airport. It would also be good foj competition, good for 
consumers who seek the lowesr prices, mid gclod for general 

(4) Will markebbased approaches provide infom:ation on where, how much, and 
what type of new airport capacity is needed? i 

SFO believes that the market-based approache.:;-- based on proper price signals -- 
I 

wilI target the appropriate amount of new airport cap; city that is needed. Once market- 

based pricing is implemented, certain values will be a !signed to the slot times at various 

airport locations. It will be a simple matter to track th.:se values and their relation to one 
I 

another in order to analyze the pattems that define the air carriers’ and,travelling ! public’s 

needs. Such an analysis might show that passengers a e willing to shift their travel times 
I 

25 In certain regions of the U.S. (outside of h e  Bay Area), Uiere al I: underutilized or sbcondary airports that 
may experience increased usage as a result of market-based apprc whes to congcstio 

Remarks of Robert L. Cranddl, former Chairman, Presidm ant I CEO, AMIUAmerican Airlines (retired), 26 

Aviation Summit, U.S. Chamber of Commerce, Feb. 2,2001, vidL.0 and audio archivy available at 
htrp;//www.LLschamber.org/NCFIEvenrs/Past+Events/Aviati~)~A~ c:nda.htm I 
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to nonpaak hours, in which CSLSC, the need for additiimal capacity is not as great. 

Alternatively, the analysis might indicate that traveIcrs and air carriers are willing to pay 
I 

premium prices for all hours of the day, which would be a strong indicator of the need for 

additional airfield capacity. Moreover, the analysis would also indicate which airports 

are more likely to need additional capacity. Those airports at which air carriers are 

paying a higher market-based fees are more likely to need additionallcapacity; while 

those airports that do not even need to use market-based pricing will /likely not need to 
I 

add any new capacity. 

(6) If market-based approaches are not revenue nieutral, how shopld ‘“xrpIusy5 
revenues be used? Should these revenues only be ?sed to expand @pacity at the 
airport where they are generated? Or should sucl I revenues be uqed to meet regional 
or national capacity needs? If so, how? 1 

(10) What will be the economic effects of market-based approaches on various 
categories of airport users? The airport? The economy of the svounding 
communities? 

(12) What benefits and/or cost savings can be achicved by airline? if airports adopt 
market-based approaches? What costs will airpor I s save if such p licies are 
adopted? What new costs will be imposed and/or i navel options r duced? .p 

Because the answers are interrelated, SFO adrlresses Question4 6, 10, and 12 1 I 
together. 

I 
SFO believes that market-based congestion mwagement merhbds will not result 

. in “surplus” revenues. Rather, market-based metho& will result in a f more efficient 
I 
7 

allocation of resources, which will mean less delay and congestion, w 

mean less total costs -- passenger fares plus delay cosi,$ -- to travelers 

Ultimately, then, market-based pricing will result in a more efficient market with overall 

d industries- a” 
cost savings to airports, air carriers, and uavelers. In j:m, in achievin 

market-based pricing more likely will have the effect OC driving reven 

efficiencies, 
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If, however, revenues to certain airports sholild increase, the-notion that those 

revenues would be "surplus" is still false. Any revciiues achieved would simply be 

reinvested into the airport, in the same manner land; ng fees are currently reinvested, In 

the unlikely event that the airport is not in need of fi inher monies, there may be ways that 

revenues could be used to enhance the surrounding t.:ommunities, whether through noise 

mitigation or other investments. As .DOT is aware, *;uch revenues will not be misused in 
I 

any event because federal law prohibits unlawful di~ ersion of airportl  revenue^.^' 

Furthermore, as publicly-owned and operated entities, airports such as SFO are 

accounrable to their local communities. Publicly-ow lied airports havk built-in incentives 

to promote the use of their facilities and to reinvest aiiy revenues generated through 
I 

market-based pricing into their facilities. Such reinv .:stment in airport facilities then 

rebounds to the benefit of local economies and surroiinding communities. For example, 

SFO and its surrounding communities are interdepen! lcnt economic actors. The Bay 

Area Ecmomic Forum study shows that the Bay Are,! airpons includipg SFO, Oakland 

International Airport and San Jose Airport, generated or supported $3 .7 billion in 

business revenues in fiscal year 1998-99, that those n'venues supporte$470,0oO jobs, 

which in turn generated over $13.2 billion in persongi income.2* With this 

interdependence, as market-based pricing reduces corrsestion and delay at SFO, the 

surrounding communities will benefit as well. Put more simply, if SFQ were to receive 

'y 

I "49 U.S.C. 47107(b). 

Bay Area Economic Forum, Air Trampon and the Bay Area 6, 'anomy, Phase 3,  J a n w  2000, at 9-10, 
available on at hltp:Nwww.briyeconfor.ordpdflairporr.pdf. In CO.IU;LS~, posr-9/11, 
estimates hat tliese figures have been reduced by 20-258 with d , c  downturn in 
greater than the 16-204 estimated reduction should runways at SI:O not be 
Economic Forum, Air  Trarlsport and the Bay Area Ecottorny, Cri 
Downturn, lanuary 2002, at 19-20. available at hIsp://www.baycx 

samz organization 
onomy -- not much 
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“surplus” revenues, it would have every incentive to rei west those revenues into the 

Airport, which would have the additional effect of beneliting the larger p a y  Area 

economy. 

(13) Should the elimination of all delays at an airport be the objective of any 
markebbwed policy adopted? If so, will that result in less than optimum use of 
scarce capacity? If not, how much delay is appropri;nte? 

(14) How would any market-based approach take iado account certain random 
factors (weather, runway repairs, ete.) that affect ah-port ficiency pnd delay? 

Because the answers are interrelated, SFO addn sses Questions 13 and 14 

together. 

SFO believes that the elimination of all delays ai  an airport is an: unrealistic goal. 

The Airport points out that there are a variety of factors that can affect flight delays other 

than constrained airport facilities. For instance, weather, mechanical failure, security 

screening or other issues may cause extensive delays. 111 particular, SFO has studied this 

issue in the past, as a large portion of the delays at SFO are due to changeable and 

inclement weather conditions. 

Based on its extensive studies of the causes of d.4ays and potential approaches to 

reducing delay, it is the Airport’s belief that administrai we rules to manage congestion 

and delay can generally only be designed to apply acro:. .i the board, a d i t  is not feasible 

to impose such rules only on bad weather days. Conve sely, market-based pricing 

mechanisms, which work as neutral and objective signsls of rhe value tqat air carriers 

place upon a particular slot, tend to avoid this pitfall. A larket-based pricing would allow 

air carriers to determine, using their yield management inodels on an overall seasonal or 

yearly basis what value their customers place on access to particular ai orts during 

l 

I 

a 
particular periods. 
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(22) Should the use of market-based approaches be linked to airports and airlines 
vigorously pursuing ways to expand airport capacih ? 

SFO believes that it is unnecessary for DOT to rcquire, as a conhtion for using 

market-based approaches, that airpofls using such approaches commit to expanding 

airport capacity. Publicly-owned airports have embedd,:d incentives for, using market- 

based revenues to expand and enhance airport capacity. Major U.S. aidorts derive 

substantial parts of their operating revenues from airporl concessions such as parking, 

rend  cars, retail and food service as well as fees from aeronautical faci ities and services 

and, therefore, airport directors have strong reasons to e rpand airport access to increase 

use of their facilities and services. With very few exceptions -- notably LaGuardia - 
most U.S. airports have the ability to reuse market-basekl revenues in expansion or 

reconfiguration of airfield capacity for more efficient u:,e of such facilities. And even at 

airports where new runways cannot be added, such as I aGuardia, airpoxts have strong 

incentives to use such revenues to improve nonairfield I'xilities, for noise mitigation or 

other valuable public purposes. Accordingly, SFO does not believe the use of market- 

based approaches should be conditioned only on u e  of revenues for aiflield expansion. 

I 

l 

CONCLUSION 

SFO supports the use of market-based tools to nianage congestion and delays, 

however, airport proprietors must be given the flexibilh y to use the tools (including 

administrative options) that are most appropriate for tht.ir communities. 

John L. Mutin i 
Director 
San Franc.sco International Airport 
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ATTACHMENT A 

COMMENTS OF S A N  FRANCISCO 
INTERNATIONAL AIRPORT IN IUSPONSE TO 
THE FAA's NOTICE OF POLICY OPTIONS FOR 

MANAGING CAPACITY AT I. QGUARDXA 
AIRPORT AND PROPOSED EX'rENSION OF 

LOTTERY ALLOCAT EON 
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Sal; Francisco International Airporf 

AIRPORT 

C O M H I 5 S l O N  

CITY AN0 COUNTY 

OF S A N  FRANCISCO 

WILLIE I.. EROWN,JR. 

MAYOR 

HENRY E, SERMAN 

PREilD ENT 

MICHIEL 5. STRUNSKY 

LINDA S. CRAYTON 

CARYC I T 0  

JOHN L. MARTIN 

AIIIPORT LWECTOA 

ozo  07 

June20, 2002 

Federal. Aviation Administration 
US. Department of Transportation Dockets 
400 Seventh Street S.W. 
Room Plaza 401 
Washington, DC 20590 

PO. Box 6097 

San Crancisco.CA 94128 

Tel 650,821.sow 
Fax 650,821.5005 

www.flyr;fo.com 

Re: Notice of Proposed Rulemaking Regarding the Notice of Policy Options 
for Managing Capacity at LaGuiirdia, 66 Fed. Reg. 3 173 1 (June 12, 
2001), 67 Fed. Reg. 13401 (Marl. h 22,2002), Docket No. FAA-2001- 
9854 

San Francisco International Airport (tkc 2 “Airport” or “SFO”) respectfUlIy 

submits the following comments on Phase LI c l the  Federal Aviation Administration’s 

(‘‘FAA’s’’) Notice of Alternative Policy Optio! \s for Managing Capacity at LaGuardia 

mort and Proposed Extension of the L o t t q  Application (“Notice”). 66 Fed. Reg. 

31731 (June 12,2001), as amended, 67 Fed. Rcg. 13401 (March 22,2002). 

In 2000, the Airport was the fifth t,usie-:t airport in the IJnited States and the 

ninth busiest in the world with over 41 million mplanements. Not only does SFO 

serve as a primary West Coast hub for domesti: air travel, but it also represents a 

critical gateway for intemational travelers, p a  I cularly those travelIing to and fkom 

Asia Given the Airport’s prominence in the world’s air travel infrastructure, SFO 

welcomes the FAA’s efforts through this Notic: of Policy Options For Managing 

Capacity at LaGuardia Airport (‘‘LaGuardia’’ 01 ‘ZGA”) and the related Department . 
I 

I 

I 

I 
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of Transportation _(“DOT”) notice on markel-based approaches,’ to address 

appropriate methods for reducing airport co~~gestion and delays. 

Although the tragic events of 9/11 h;we reduced the level of air carrier 

operations and passenger enplanements at most U.S. airports, in turn, reducing the 

levels of airport congestion and delays, SFC! believes these are likely to be temporary 

phenomena. As the General Accounting Of:’ ice noted in a relatively recent report 

entitled ’National Airspace System: Long-Tmn Capacity Planning Needed Despite 

Recent Reduction in Flight Delays,” GAO-02-185 (Dec. 2001), economic recovery 

and declining public apprehension about flyi I ig will inevitably lead to increased 

demands on the air transport system. Indeed, although flight delays have generally 

declined since 9/11, major U.S. airports conti m e  to experience substantial levels of 

congestion and delay. Id- at. 29. For examp’ie, although SFO’s passenger traffic 

dropped 15.6 percent in 2001, SFO is cumen1 1 y experiencing a rebound in passenger 

traffic. Also, data supplied by the airlines to DOT for April 2002 covering 32 

reportable U.S. airports, indicates that SFO h!id the worst level of on-time arrivals 

(73.3%) among major airports, while LaGuar Iia was tied for fifth worst (80.5%).‘ 

Accordingly, SFO applauds the FAA m d  DOT’S farsightedness in reopening 

for public comment the two congestion and d! :Lay-related notices. 

- ~ - ~ 

’ Notice of Market-Based Actions to Relieve i\iIpon Congesdm and Delay, 66 F d  Reg. 
43947 (Aug 21,2001). ’ I 

’ Air Travel cossUmer Repon, Office of Aviai ‘on Enforcemint and Proceedings, DOT, p- 8 
(June 2002), h ~ ; / / w w w . d a t . g o ~ / ~ c 0 ~ ~ ~ / 0 2 0 6 ~ ~ .  :~df. I 
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I The Role of Congestion Management, 

Congestion management options are limited in what thqy can accomplish. 

They are generally not a long-term solution to severe congestion at an airport. AS 

short-term solutions, congestion management i txhniques are therefore not a substitute 

for expansion of runway capacity and othcr airport infrastructure that would 

fundamentally increase t he  airport’s ability to smve its air carrier and travelling public 

clientele. As the FAA points out in the Notice when an airpoa operator begins 

routinely to experience increasing levels of del ;iy, the operator typically explores 

ways to increase the airport’s limited capacity * m h  as the addition of new runways. 

66 Fed. Reg. at 3 1732. SFO agrees with the FA’& that this is normally the ‘preferred 

approach” for relieving congestion and recluck 3 delay. Ultimately, long-term 

solutions to growing demand for airport c*apaciiy entail a combination of building 

more runway capacity and implementing techIdogical improvements allowing for 

more efficient use of existing capacity. Conge; tion managemeqt solutions may be 

used as an airport proprietor moves towards thcse long-term sohtions in order to 

facilitate their implementation, but generally, they are not the ultimate solution. 

Because of their temporary nature, coni.estion management solutions may be 

only appropriate at those airports with substant: al  levels of delay and congestion, such 

as ZlaGuardia. As the FAA points out in the Nu lice, LGA faces unique physical 

constraints that are not a problem for most airpl ~rts. Id. at 3 1732. Due to its small 

physical layout (680 acres), and its location in the Borough of Queens in New York 

City, just sevm miles from Midtown Man€latta I, bordered by two bays, LaGuardia is 

physically constrained. Specifically, it cannot c:xpand its runways to alleviate 
3 

VP-8428 

z z o  w I 
C9LO L88 Z O Z  XVCI P S : S T  Z O O Z / Z Z / L O  



congestion in the long-term. For LaGuardki, then, some form of congestion 

c z o  m 

management is the onZy practical solution a ,-ailable. 

SFO stresses that LGA's ckcumstan~. es are distinct €ion its own situation, and 

indeed, the situation of many other major cc Iipsted U.S. airports. SFO and many 

other major US. airports are located in area.. that would permit the expansion of new 

runways or the recollfguration of existing ni nways in a manner that would 

substantially reduce congestion and delay. 

of congestion management solutions is appropriate at LGA, it does not mean that 

such solutions are always appropriate for othcr airports. Congestion management 

should not be viewed as a panacea for the sel ious congestion and delay issues that the 

aviation system has experienced and will COP time to experience. Other airports must 

be able to take advantage of particular solutic~ns that best fit their individual 

circumstances and their physical environmeni and layout, as well as take into account 

the communities that they serve. 

FO cautions that simply because the use 

Airport Proprietary Rights 

In light of differing local concems and priorities, an individual airport 

proprietor is often in the best position to deter nine the most ef ective method to 

reduce delay and congestion at its airport, In the Case of LGA,~ the Port Authority of 

New York and New Jersey ('Tort Authority") which operates feveral local airports 

in the New York metropolitan region in ddititm to LGA, is &e best judge of the we 
of aircraft that might be encouraged to use pan icular regional airports, which 

facilities may be shared, the noise concerns of i he local community, congestion 

ff 

problems, and other issues that are specific to iis airport system: Additionally, it is 
4 
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within an airport pprietor’s traditional local rights and authority to adopt reasonable 

PZO m 

and not unjustly discriminatory measures 1:o allN.xate scarce airp 17 Mastructure. 49 

U.S.C. 4 41713(b)(3); see Western Air Lines, hc. u. Port AuzhorityofNew Yorkand 

P 

Nav Jersey, 658 F. Supp 952,960 (S.D.N.Y. 1-%6), u r d ,  817 F-2d 222 (26 Cir. 

1987) (upholding 1500 mile perimeter rule as r ecessary to manage congestion 

problems at LaGuardia). Although local airpoi z proprietor powers are limited under 

this statute and its corresponding interpretative caselaw, an airport proprietor 

possesses authority to address congestion and delay problems at its facilities, 

especially in light of local needs and conccms. 

An airport must have the autonomy to 1:Ulox. any particular congestion 

management or capacity enhancement solutions to its individual circumstances, so 

long as that autonomy is exercised in a reasonable, nonarbitrary and not unjustly 

discriminatory manner, in keeping with appkible federal laws,and grant assurances. 

For example, encouraging the use of larger airc-raft - “upgaugimg” -- may work at 

some airports but may not be appropriate at otl 1 er airports, depcmding on the nature 

and frequency of air carrier service being offerid. SFO urges the FAA to continue to 

recognize that local airpon proprietors are ofie I 1 in the best position to understand the 

form of congestion management that is most 

particular airport and mounding commu.nitie7. 

gropriate to servle the needs of the 

Thus, the individual airport should be fi Me to oversee bpplementation of 

congestion management without securhg prio;. approval of the !FAA or air carriers 

serving the airport. As long as the form of cori sestion managvnt  is not 

unreasonable, is nonarbitrary and does not unjl-stly discriminate, the airport proprietor 
5 
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should be able to design and implement the forr II of congestion management that is 

szo m 

suitable for its particular circumstances. This i,: fully in keeping with the traditional 

roles of the airport proprietor and makes maxinun use of the proprietor’s 

management of its own facilities and its relatioiiships with surrounding local 

communities. 

Congestion Management Options Undc r Consideration for LaGuardia 

Tuming to the specific congestion inan? gement options for LaGuardia, SFO 

supports implementation of further congestion 2 mnagement at LaGuardia. As the 

FAA notesy notwithstanding the near gridIock to iat existed at LaGuardia in the fall of 

2001 following the implementation of the AIR- 21 exemptions to the High Density 

Rule (“HDR), air carriers operating at LaGuardi a continued to schedule additional 

flights, 66 Fed. Reg. at 3 1733. Under these chcumstances, the Port Authority, and 

ultimately the FAA, had no choice except to impose additional congestion 

management beyond the long-standing HDR -- In this case, a temporary slot lottery. 

SFO believes that it is appropriate for th 13 Port Authority and the FAA to 

consider options to replace the temporary slot 1f.ttery. The five options identified by 

the Notice as being under consideration (althou;$ the FAA has indicated that these 

options are not exhaustive) generally fill into two broad categories: (1) market-based 

approaches and (2) administrative options. For several reasons, SFO believes that 

market-based approaches to Congestion managr ment are generally superior to any of 

the administrative options under consideration- 

In most other areas of the U.S. market e.:onomy, prices operate to allocate 

scarce resources in the most efficient manner. !Xficient allocatibn of scarce resources 

~a-8428 
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ensures that those -. resources are put to their highest value use, and that an efficient 

quantity is consumed The same principles shordd be applied t i  the allocation of 

runway capacity- Also, over the longer term, market-based prices send proper signah 

to capital markets so that appropriate investmer~ ts in capacity, in this case, expanded 

muways, are made at appropriate times.’ 

Market-based policies would address a fundamental problem of the current 

system of allocating scarce runway assets. As I tiany commentators have pointed out, 

congestion and delay costs are spillover costs, < 1 c as economists describe them, 

“external” costs that are not captured in current landing fees and traditional airport 

pricing.4 Market-based pricing of scarce nmws: y access will be beneficial in that it 

would force airport users to “internalize” the co:as that they othemise impose 

externally and that are currently borne by the trlwelling public and the airport system. 

For these reasons, the Airport believes penerally that market-based approaches 

have significant advantages over administrative options. However, the Airport 

recognizes that whatever form of congestion m:magement is adopted at LaGuardia 

should be clearly understandable and administn tively simple to implement. Also, 

whatever form of congestion management is se 8.xted by the FAA and the Port 

Authority for LaGuardia may not be directly trz :=ferable to other major US. airports. 

’ See E. Murphy and J. Worth, Some Regulator, and Institutional Barriers to Congation 
pricing uf Airporrs, U.S. Dep’t of Treasury Research Paler No. 2001-01 (May 2001) (hereinafter 
Treamy Research Paper“). 

. ‘ Dorothy R o b s  “Ending Runway oridlock,“ L t Blueprint: Idcas Cor a NCW C d m y ,  Scpt - 
Oct 2001, at 54, available at htlp://www.ndol.org/bluep inrl200l_sepoct/l9_rueway_gidlock.h~. 
Ms. Robyn was former Special Assisrant to President Cliiiton with the rtspomib&ty for “sparlation 
maxters. I 
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As the DOT has noted in its companion notice .in market-based alternatives to 

manage congestion, there is no “one size fits al I ” approach to the airport congestion 

problem. 

SFO briefly addresses below some aspt cts of the various options identified in 

the Notice. 

Congestion-Based Landing Fees 

Traditional landing fees, oRen set under airline-airport lease and use 

agreements, are charged on the basis of pounds of landed weight. Weight-based 

landing fees do not factor in the 111 costs of ai carrier operations at capacity- 

constrained airports including the costs of congation and delay imposed on the 

airport system and other airport users. Additioi idly, weight-based landing fees 

contribute to the excess demand for airporl lmc ing facilities during periods of 

congestion6 

One measure of the inefficiency of exis1 rng landing fees to allocate scarce 

runway resources is the distribution of large versus small aircraft at LaGuardia As 

the FGA Notice details, LaGuardia has experiel~ced a steady trend toward the use of 

smaller commercial aircraft such as Regional Jc IS (“RJs”), which has contributed to 

that airport’s severe congestion problem. For e\.ample, in 1996,, 26.5 percent of all air 

carrier operations at LaGuardia were in aircraft of 77 seats or less. By April 2001, the 

percentage of such smaller aircraft at LaGuardia had increased to 36.7 percent. 

~~ 

66 Fed. Reg. at 43949. 

”’reitmy Rcscarch Papa at 6. 6 
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66 Fed- Reg. 31733. As the FAA notes, snialleb aircraft have contributed to increased 

congestion and delay at LaGuardia- 66 Fed. Re::. at 31733. SFO agrees with the 

FAA’s conclusion that “[a] proper balance betvmm access and airport congestion 

must be struck if LGA’s limited resources are tc.1 be used as efficiently as possible.” 

Id. 

SFO was among the first airports h the Nation to publicly recognize and 

support the concept of“upgauging” as a means difcongestion management.’ The use 

o f  congestion-based landing fees or per movem .mt landing fees will encourage the 

use of larger, more efficient aircraft. The use o ’ fewer, larger aircraft will in tum 

alleviate congestion and reduce delays. 

SFO declines to comment on the specifi.: congestion-bqed fees under 

consideration for ILaGuardia becauseSF0 believes that the Port Authority and the 

FAA are in a better position to evaluate the relai iue levels md composition of the 

market-based fees. However, the Airport endoi :;es the concept of congestion-based 

landing fees for LaGuardia as the preferred appf oach among the two market-based 

approaches (pricing or an auction system) to prc..mote the most efficient use of scarce 

airport facilities. 

With respect to congestion-based pricin:. , the FAA asked for comments on a 

number of specific questions. 66 Fed. Reg. at 3 1737. In response to the FAA’s 

question as to “whether the proposed range of A-es will likely influence air carrier 

See Charles River Assocs. aad the John F. Bra tvn Company, Reducing Weather-Related 
Delays and Cancellafiblrs at San Francisco Inrernariona~ Airport (April 200Q) (hereinafter “CRA 
Report”). 
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I 
behavior and manage -. congestion and delay at L.l3A,” as noted above, SFO cannot 

comment on the exact landing fee levels prOpos;::d by the Port kthori ty.  However, in 

general, based on its own experience with Ian& rig fees, SFO believes that congestion 

fees, if they are set at appropriate levels, can anJ will influence airline behavior- For 

example, SFO believes that the use of market-b-sed congestion fees will promote air 

carrier use of larger, more efficient aircraft. 

With regard to the FAA’s question conc mning whether congestion-based fees 

will maintain andor expand service to small co:nmunities and foster new airline entry 

into the LaGuardia market, the Airport believes that if the fees are properly structured 

they can serve to maintain small community sa vice and continue to promote new 

entry. As the Notice discusses, there are a varit ty of mechanisqs that can be 

employed to maintain and continue to promote ;mall comunity air service. One 

possibility is a credit or reduction in fees for air caniers serving !small communities. 

ho the r  option would be to create a set-aside 01- partial exemption fi-om market-based 

fees for air carriers serving small communities. With respect to ,new entrants, SFO 

believes that new entrants make decisions on w lether or not to enter a particular 

market based on the totality of circumStances a1 an airport - i.e, the overall level of 

demand for air service, the nature and potential gxvth of such demand, the quality of 

airport services and amenities, network and cacier &liations, and pricing of  airport 

services. No single factor, in SFO’s view, shou Id deter or prevent new entrants h m  

servicing LaGuardia. I 

Finally, With respect to the FAA’s q u a  ion regaJding whether a congestion 

pricing approach will enable a smooth transitioi : to the expirati of the HDR in on I 

10 
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2007, the Airport does not foresee that a new pi tcing methodolqgy would prevent a 

smooth transition. Airports change landing fee md pricing methodologies over time 

and air carriers adjust to such changes. In this case, air carriers operating at 

LaGuaTdia will have a sufficient period to adju:, t to the new prichg system. 

Furthermore, the process of establishing a congtstion-based pricing system will likely 

have to be an iterative process in order to allow the airport to identify the appropriate 

market-based level that reduces congestion and delay. 

Auction of Landing and Take-Off Rig; hts 

The second market-based approach ideI tified in the Notice is a proposal to 

auction off a specified number of landing and t:ikeoff slots. 66 Fed. Reg- at 31737. 

Under the proposal conceived by the Port Auth, ~rity, the system would involve 

reauctioning landing and takeoff slots every four years (25% per year). 

In concept, a properly structured auctioi I can have many of the salutary 

benefits that a congestion pricing system posse'ses. Economists suggest that both 

congestion pricing and auctions can be effectivl: methods for reducing peak-period 

demand and improving efficiency of operation: at congested airports.' Some suggest, 

however, that auctions may be slightly preferat le to congestion pricing because the 

latter may take some time before the precise pn ce level is achieved that reduces 

congestion. Also, auctions may provide more ( crtainty about congestion  level^.^ 

Treasury Research Paper at 4. 

Id. 

11 
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One downside of auctions, .. however, is that they probably entail a more complex 

design and may be somewhat more costly to administer than lcongestion pricing.” 
I 

Auctions have been utilized by other Federal agencies to allocate scarce 

resources that are subject to federaJ regulatio ri. For instance, since the early to mid- 

1990s, the Federal Communications Commi:.4on (“FCC”) has conducted over 30 

auctions of scarce resources such as wireless spectrum for cellular and other wireless 

communications services. In many instances. the FCC has successfdly carried out 

auctions of spectrum with similar “network i ttributes” to those found in the national 

airport system.” 

As noted above, SFO believes that it 1.: important that ,any auction used to 

allocate scarce runway capacity be clearly utterstandable and not subject to 

manipulation. Certain types of auctions have in the past been vulnerable to collusion 

and manipulation.’* Provided that these prob lems can be avoided, SFO believes an 

auction would potentially be an appropriate niarket-based approach to manage 

congestion and delay, although SFO believes lhat congestion-based pricing is simpler 

and therefore a preferable market-based qpn1 ach to congestion management. 

Again, the Airport also believes that a; 1 auction mechanism can be tailored to 

preserve service to small communities and en1:ourage new entrants. As the FAA 

I o  id. 4-5. 

“ Id. 

If Paul Klemperer, W t  Really Maffers m Au. tion Design, 16 J. Econ Pmpectives 169,170 
(Winter 2002)- 

12 
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notes, these goals can be accomplished, for ex:,mple, by offering rebates or discounts 

z c o  w 

to new entrants and carriers offerhg service to small communi$es. 

Use of Reveaues Generated from Ma rket-Based Approaches 

The FAA states that “it is anticipated fclr a market-based approach to be 

effective in allocating scarce resources at P G  uardia], the revenue generated would 

far exceed the amount collected by traditional :I irport charges.” 66 Fed. Reg- at 

3 1737, The FAA asks for comments on what uses should be made of ‘kevenue in 

excess of the airport’s traditional cost base.’’ IL!. at 31738- 

SFO believes that there is a fimdamentd misconception in the FAA’s phrasing 

of the question. The question appears to assunie that market-based prices or fees are 

“excess.” Revenues are not excessive if they 2 re market-based and promote an 

efficient allocation of scarce resources. From : he vantage point of market economics, 

it is incorrect to attempt to link market prices 11, ith the historic cost of a particular 

good or services- Prices adjust in a market ecc :lomy to reflect the equilibrium 

between demand and supply. Accordingly, SF 1.1 believes that by dehnition market- 

based pricing of runway access will not gouge :iirport customers or generate ccexcess” 

revenues. Moreover, under the current weight. based system of landing fees, airlines 

capture any “excessy’ profits that are generated by scarce capacity, or viewed another 

way, they actually generate excess costs borne by others. Congestion pricing or other 

market-based system of congestion managemelit would transfer those profits to local 

government ahpod proprietors where they can be used for the public benefit. 

In any event, most airport proprietors 8 re likely to use market-based revenues 

for airport development or capacity enhancml-nt projects. In the unique 
! 
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chcumstagces of LaGuardia -. where new runwa; s cannot be added, market-based 

revenues could be used, for example, for other .Jrport improvements, to pay for 

projects at other regional airports, for noise miligation, in part to fund air service to 

small communities and for similar uses. SFO b clieves that, within an overall 

fiamework, the airport proprietor, here the Port Authority, should have the flexibility 

to decide how the revenues generated h m  ma ket-based pricing will be used. 

Administrative Gauge Controls 

The first administrative option for rnanaqing congestion at LaGuardia 

identified in the Notice is a proposal for the FA Q to establish a ‘hinimm aircraft 

size operating at LGA.” 66 Fed. Reg. at 3 1738 This administrative approach would 

address one of the causes of delay at LaGuardi;; . the growing trend toward use of 

smaller aircraft, by restricting the access of suc I i aircraft to the airport. To address 

concerns of smaller communities about this adr linistrative approach, the proposal 

apparently envisions granting a limited number of exemptions fi” the minimum 

aircraft size rule for air carriers sewing small c1 “ n i t i e s .  

SFO has long recognized that encouragi iig the use of larger a h r a f t  -- 

upgauging - can potentially result in a more ef icient use of scarce runway 

infi.astructure. Indeed, following an extensive r udy of the causes of delay at SFO 

that was released early in 2000,13 SFO considered the possibility of adopting a local 

upgauging rule pursuant to Part 16 1 of the FAL. regulations in to order to reduce 
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congestion and delay caused in part by aircraft representing 13 percent of SFO’s total 

operations carrying only 3 percent of its p;isserl gas. 

Although SFO believes that a rule requ ring a minimum aircraft size can 

produce benefits in terms of congestion and de I ay reduction, SFO believes that in 

most cases, if the airport is not otherwise ham.1 fiom using them, market-based 

approaches to congestion management are genj!: rally preferable ,and more reliable in 

achieving the goaI of reducing congestion and 4elay. 

New Slot Allocation Rule 

The second administrative approach idtatified in the Notice involves creating 

a new slot allocation rule that wauld survive ai L ~ T  2007, when the current HDR is 

scheduled to expire- Under this proposal, the b s i c  b e w o r k  ofthe HDR would be 

retained but the pool of slots for small comuI.rity service would be “;rationalize[d]” 

by consolidating into a smgle category the HD:k commuter slots, the AIR-2 1 

exemption slots allocated to small hub and nontwb airports, and air canier slots 

reserved for small communities. 66 Fed. Reg. .;1739. The new rule would also 

provide for a limited withdrawal of slots (for e:.ample, 3 percent per year) fiom the 

air carrier category for new entrant service. 

Although this administrative option appears to make modest improvements in 

the current HDR, it in effect extends the long-sranding use of a slot mechanism at 

LaGuardia indefinitely. SFO beIieves that eithx of the market-based approaches is 

preferable as a method of congestion manrigerr Imt to the retention of a modified slot 

allocation rule. 
I 
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Administrative Slot Reallocation 

Another administrative option under COI Isideration is the, immediate repeal and 
I 

replacement of the HDR by a new rule. Under he new rule, slots would be 

established with fixed expiration dates and then be periodically reallocated. A certain 

percentage of slots would be held back from larqer incumbent carriers and used as a 

pool of slots for allocation by lottery among (1) new entrants, (2,) small community 

service providers, and (3) large incumbent c a n i  .TS. Periodic withdrawal of slots is 

intended to gradually increase the total number [ I f  slots available to new entrants and 

air carriers serving small communities. 

Although SFO applauds the FAA’s goal 1; in seeking to improve the existing 

slot allocation system at LaGuardia, SFO belie\ cs that the market-based options 

(preferably congestion-based pricing, or, as a second choice, an auction system) will 

allow for more efficient use of LaGuardia’s scar ce runway capacity. Market-based 

pricing or other market-oriented approach is a s ipenor method of congestion 

management because it is dynamic and less like I y to produce ‘‘gaming” and other 

perverse effects that virtually any administrativl. mechanism may engender. Market- 

based mechanisms such as congestion pricing a.e designed to effect the marghal user 

of scarce runway resources (e.g., a turboprop p1 me that could just as readily operate 

h m  another regional airport), and thus in mosl cases are better tailored to achieve 

the objective of reducing airport congestion ana delay. 

Conclusion 

SFO strongly supports the cooperative e ~Yorts of the FAA, the Part Authority 

and the airlines to reduce chronic congestion an L 1 delay at LGA. ~ In particular, SFO 
16 
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favors the use of market-based -. alternatives, sich as congestion pricing, to promote 

more efficient use of scarce runway resource!. These solutions not only appear to be 

the most efficiently implemented, they are 1ikt:ly to have the greatest chance of 

successfully reducing congestion and delay ai LaGuardia 

SFO reiterates the important role of aiiport proprietors in creating and 

administering, in cooperation with the FAA, i: ny congestion management solutions 

implemented at their airports. Airport propnerors and airport management have the 

greatest familiarity with the local community concerns and needs, and are therefore in 

the best position to use that knowledge and ex!iertise to create lthe most efficient 

congestion management solution for the re r ' t  and the c o m d t y .  Accordingly, 

airport proprietors should be permitted u d e r  i heir local proprietary powers to 

establish and oversee congestion managemeni suitable for the needs of their particular 

John L. :WMh 
Director 
San Frai cisco htemationd hrport 
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